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a maximum of l0 years. The Coordinating Board's experience 

is that most students repay their loans within six years. 

b. Interest is charged at the rate of 7%. Interest charges 

accrued are paid by the federal government directly to the 

lender during the time the student is in school and also 

through the nine month grace period. 

c. Repayment of principal and interest amounts is processed for 

the Coordinating Board by the Student Loan Servicing Depart­

ment of the First National Bank of Minneapolis on a contractual 

basis. 

(6.) Funding: 

a. Issuance of Revenue Bonds: The primary source of funding 

for the program is through the issuance of tax exempt revenue 

bonds. These bonds are authorized by the state of Minnesota 

up to a maximum of $300 million. They are issued by the 

Coordinating Board and do not carry the''full faith and credit" 

of the state·of Minnesota. Table 14 presents a 

history of bonds issued by the Coordinating Board and out­

standing as of June 30, 1980. 

In August 1980, proceeds from the 1980 bond issue of 

$55,000,000 were received. After deducting reserves and bond 

issuance costs, an additional $46,602,000 was available for 

student loans. Total funds available for student loans after 

June 30, 1980 and estimated monthly advances are o-resP.ntPcl -i.n 

Table 15. 

The Coordinating Board originally planned to return to the 

• 
market in June of 1981 for additional funding, however, it now 

appears that due to higher than anticipated demand for loans it 

will be necessa:ny to do so during the first quarter of 1981. 
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REVEN1..'E 
BONDS 

I 

II 

III 

IV 

V 

VI 

VII 

'Ibtal 
(NoteA) 

Les~: 
Escrowed 
& Matured 

Deferre4 
Charges 
(Note B) 

Total 
Outstanding 
6-30-80 

TABLE 14 

STUDENT LOAN REVENUE BONDS ISSUED BY 
THE HIGHER EDUCATION COORDINATING BOARD 

ISSUE ISSUE DUE INTF.HF.ST 
M.'DUNT DATE D_\TE Ri\'I'E 

$ 29,tl:00,000.00 01-74 04-84 4.8:{) 

8,000,000.00 10-75 10-85 6.5 

10,000,000.00 12-75 10-80 5.75 

37,200,000.00 04-76 04-78. 5.25 

37,000,000.00 10-77 04-80 4.2 

38,250,000.00 08-78 04-82 To 
04-89 6.3 

100,000,000.00 09-79 04-82 To 
04-89 6.14 

$258,850,000.00 

121,600,000. 00· 

4721778.00 

$137,777,222.00 

STA'rtJS 

F.sc.rowed · 

Escrowed 

Fscrowed 

Matured 

natured 

Outstanding 

Outstanding 

(Note A) In June 1980, the HECB issued an additional series of revenue bonds 
in the amount of $55,000,000. Funds were received in Augus·t, The 
bonds are due from 4-83 through 4-92, Interest rate 6.97%. 

(Note B) Represents balance at 6-30-80 of unamortized bond discount related 
to issue #VI of 8-78 • 
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TABLE 15 

TOTAL FUNDS AVAILABLE FOR STUDENT LOANS AS OF JUNE 30, 1980 
AND ESTIMATED MONTHLY ADVANCES TO APRIL 1, 1981 

'forr.po:mry Investrr:-ents 6-30-80 
Less Reserve funds (Note A) 
Less Debt. Svc. Funds 

Available To loan 6-30-80 

Proceeds of Bond Issue August 1980: 
Principal Airount 

Less Reserve Funds (Note A) 
Less Debt issue costs 

Adjusted Available to loan 

Schedule of Estilm.ted Disbursements; 
July 1980 
August 1980 
September 1980 
October 1980 
Noverr.ber 1980 
December 1980 
January 1981 
February 1981 
March 1981 

Estimated Balance April 1, 1981 

$20,737,500 
18,994,628 

$55,000,000 
( 8,250,000) 
( 148,000) 

$76,302,482 

39,732,128 
$36,570,354 

$46,602,000 

$83,172,354 

( 2,224,000) 
( 9,300,000) 
(13,148,000) 
(15,638,000) 
( 8,829~()00) 
( 7,666,000) 
( 9,933,000) 
( 6,974,000) 
( 8,482,000) 
$ _978,354 

(Note A) Covenants of outstanding bond issues require reserve funds of 
1~,'I; ,-if principal amouht. 
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Increases in volume affect the bond ceilings authorized by the 

Minnesota Legislature for the Guaranteed Student Loan Program. 

1he present bond ceiling status is outlined in Table 16. 

TABLE 16 

MINNESOTA STATE STUDENT LOAN PROGRAM BOND CEILING STATUS AND 
. PROJECTED BOND ISSUES THROUGH JANUARY 1983 

current Bond Ceiling 
Deduct Outstanding Issues: 

Guaranteed Student Loan Program 
Medical Loan Program 

current Balance of Ceiling Available 
Projected Bond Issues: 

January 12, 1981 Issue 
Discharge 8-78 Issue - April 1981 
June 1981 Issue 
January 1982 Issue 
June 1982 Issue 
January 1983 Issue 

($193,250,000) 
( 3,420,000) 

1 Of Cel.'li'ng Available (deficit) - January 1983 Projected Ba ance 

$300,000,000 

(196,670,000) 
$103,330,000 

( 80,000,000) 
38,250,000 

( 70,000,000} 
( 80,000,000) 
( 70,000,000) 
( 90,000,000) 

($248,420,000) 

These projections are based on the assumption of continued 

growth in the program. Volume is projected to be $98 million 

for Fiscal Year 1981 and $128 million for Fiscal Year 1982. 

The Coordinating Board staff intends to ask the Board and the 

1981 Legislature to increase the bond ceiling by $250 million 

($300 million to $550 ··million) effective June 1, 1981. Approval of 

the request will insure that funds are available for student 

loans through the 1982-83 biennium. 

b. Secondary Market Services: A second s9urce of fu~ds is through 

the secondary market services of the Student Loan Marketing 

Association (SLMA). The SLMA is a U.S. chartered private cor­

poration created by the 1972 Amendments to the Higher Education 
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Act of 1965. The purpose of the SLMA is to provide liquidity 

to banks, and other lenders in the Guaranteed Student Loan 

Program. The SLMA develops such liquidity through the follow­

ing secondary market activities. 

(1) Dire.ct purchases of student loans 

(2) The issuance of forward commitments to purchase 

loans and thus enhance marketability. 

The major source of funding for·SLMA activities has been 

through the issuance of debt obligations which are guaranteed 

by the Secretary of Education. 

Under the terms of an agreement entered into by the HECB, 

The Higher Education Assistance Foundation and the SLMA on 

August 14, 1979, the SLMA will purchase, at the Coordinating 

Board's option, loans originated prior to June 30, 1984 in 

amounts not to exceed the following: 

Period Cumulative Amount 

6-30-80 
,, .,, q. ~) million 

12-31-80 80 million 
6-30-81 100 million 

12-31-81 150 million 
6-30-82 175 million 
6-30-91 200 million 

As of June 30, 1980, the Coordinating Board had not exercised 

any portion of its option under this agreement. 

Under a prior agreement with the SLMA, a significant number 

of loans originated by the Coordinating Board were sold to 

the SLMA. The SLMA may at its option purchase any additional 

loans made by the Coordinating Board to individuals involved 
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in those original sales. To date, the following loans have 

been sold in this manner: 

Date of Sale Number Amount 

6-76 23,669 $36,303,952 
12-76 6,003 9,809,057 
10-77 10,152 14,603,468 
12-78 16,585 31,227,498 
12-79 565 1,000,426 
4-80 2,202 4,624,830 

Totals 59,176 $97,569,231 

The proceeds of these sales have been used to escrow or 

redeem outstanding bonds. 

c. Earnings: A third source of funding is the earnings generated 

by the operation of the program. As of June 30, 1980 approxi­

mately $6 million of accumulated earnings to June of 1978 

were reinvested in student loans. 

In August of 1978 the Board issued the $38,250,000 bonds due 

serially from 1982 through 1989. Under the terms of this 

issue, no additional relending of program earnings can be 

~ccomplished until the following conditions are met: (1) 

the principal amount of the August 1978 bond issue is es­

crowed, (2) one year's interest expense on subsequently issued 

bonds and one year's program operating expenses are accumulated 

in the debt service fund. The terms of the subsequent two 

issues (a) $100,000,000 of September 1979 and (b) $55,000,000 

of August 1980 contain only the second condition. 

The Board intends to escrow the outstanding bonds as quickly 

as feasible in an effort to accelerate the relending of 

available funds. However, it should be recognized that during 

the early growth phase of the program when it is necessary 
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to go to the market frequently, relending will be more 

difficult than when the program is fully matured, 

Cl) Guarantees/Defaults 

Under the terms of an agreement dated July 6, 1977 loans 

made under the Minnesota State Student Loan Program are 

guaranteed 100% indefinitely by the Higher Education Assistance 

Foundation, a non-profit corporation which was created to 

insure loans against default in Minnesota. The Foundation's 

guarantee is reinsured by the federal government up to a 

maximum of 100% with a minimum of 80%. 

The default rate for determining the federal government's 

liability for reimbursement to a guarantor is determined 

annually and is not cumulative; thus, the beginning default 

rate each year is zero, The computation of the default rate 

excludes defaults by reason of death, disability or bankruptcy 

and is based on the original principal amount of loans in 

repayment. 

The Coordinating Board's experience is that defaults primarily 

occur (1) in the first year of repayment, or (2) by the "drop 

out" student. Thus, defaults tend to occur most often in the 

early stages of a loan. 

Regardless of the default rate for its loans, the Coordinating 

Board will receive 100% reimbursement from the Foundation, 

assuming the Board has complied with the Fouhdation's require­

ments, However, the HECB's default rate has a direct impact 

on the Foundation. Each year the federal government determines 

the default rate for Minnesota by assessing all loans guaranteed 

by the Foundation and related defaults from both the Coordina-
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ting Board and all private lenders. This ratio will determine 

the level of reinsurance (80% to 100%) the federal government 

offers to the Foundation. 

The Coordinating Board computes its default rate for Fiscal 

Year 1980 to be 5.0%. Default rates for future years are 

projected as follows: 

TABLE 17 

PROJECTED HECB STUDENT LOAN DEFAULT RATES, 
FISCAL YEARS 1981-1991 

Fiscal Year Default Rate 

1981 4.2% 
1982 2.8% 
1983 2.5% 
1984 2.3% 
1985 2.2% 
1986 2.2% 
1987 2.1% 
1988 2.0% 
1989 l. 9% 
1990 1.9% 
1991 1.8% 

For 1992 and beyond - 1.8% to 1.9% 

These default rates are considerably higher than those experienced 

by the commerical banking industry in its retail banking port­

folios (.5% to 1.0%) for the following reasons: 

1. The Coordinating Board makes no credit analysis of 

the borrower while the banking industry is more selective 

and lends to the better credit risks. 

2. All student loans are unsecured by collateral while the 

majority of retail banking loans are done on a secured 

basis. 

3. The Coordinating Board's program was started in 1974. 

Since the student does not enter repayment for approxi-
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Status: 

mately five years, the results to date include a 

disproportionate share of the problem loans which 

occur in the early years of the student's college 

period. 

Statewide Volume Experience 

Since the authorization of the state program in 1973, the Coordinating 

Board's policy has been to encourage as much private lending participation 

as feasible with the understanding that general economic conditions and 

regional needs will cause frequent shifts in private participation. 

The Coordinating Board has been the major source of funding in Minnesota 

for student applicants, providing more loans than all private lenders in 

the state combined. As shown in Figure 3, the Board provided 60% of the 

loan funds in academic year 1978-79, but this percent fell to 51% in 

academic year 1979-80. The decrease was due to (a) increased marketing 

efforts by the Higher Education Assistance Foundation, and (b) a sig­

nificant increase in interest rates in 1979-80 which made these types 

of loans more attractive for financial institutions with relatively large 

and stable sources of low cost funds, i.e. savings and loans, credit 

unions, and medium sized commerical banks. The number of private institu- · 

tions participating in the program on June 30, 1979 was 496. By June 30, 

1980 the number had increased to 518, as noted in Figure 3. 

Figure 4 displays the interest spread (difference between interest 

income and interest expense) experienced by private lenders in Minnesota 

since 1977. Larger commerical banks which depend on the money markets for 

funding have experienced a declining spread since 1977 while smaller 

retail or consumer oriented banks and other financial institutions have 
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FIGURE 3 

COMPARISON OF STUDENT LOAN FUNDING BY HIGHER EDUCATION COORDINATING BOARD 
AND PRIVATE LENDERS, ACADMIC YEARS 1978-79 AND 1979-80 
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experienced an increasing spread. By reference to the Interest Rates 

chart on Figure 4 the spread September 30, 1980 for retail and commercial 

banks is estimated below: 

TABLE 18 

COMPARISON OF NET INTEREST INCOME ON STUDENT LOANS BETWEEN 
RETAIL BANKS AND COMMERCIAL BANKS, SEPTEMBER 30, 1980 

Interest on Student Loan 
Federal Special Allowance 

90 day Treasu:riy Bill Rate 
Less 3. 5% 

Gross Income on Loans 
Cost of Funds 

Savings Deposits 
Federal Funds Market 

Net Interest Income (Spread) 

11.0% 
(3.5) 

Retai.1 Banks 

7.0% 

7.5 
14.5% 

5,5 

9.0% 

Com' l Banks 

7.0% 

7.5 
14.5% 

11.5 
3,0% 

The number of students applying to the program continued to grow in 

Fiscal Year 1980 both in the private sector and at the Coordinating Board, 

The estimated size of the student pool eligible for student loans remained 

relatively stable over the two year period, Fiscal Years 1979-1980; however, 

the ratio of student borrowers to that pool increased significantly from 21% 

to 28%, as shown in Figure 5. 

The number of new loans by the Coordinating Board increased from 

21,700 with a dollar value of $38.6 million in Fiscal Year 1979 to 28,856 

with a value of $51,5 million in Fiscal Year 1980. The average loan size 

increased from $1,775 to $1,786 over the same period. These trends are 

shown in Table 19. 

Table 19 also displays the distribution of student loans by system. 

Significant points are: 

1. The largest increase in usage occurred in the University of 

Minnesota system. 

2, Average loans are larger in the University of Minnesota system 
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due to participation of graduate students. 

3. The "all other" category represents loans made to students 

who attend two year proprietary schools in Minnesota as well 

as all schools located in other states. 

The number of applicants to the Coordinating Board for the 1980-81 

academic year increased dramatically (70%) during May, June, July and 

August of 1980, over the same period in 1979. This reflected growing 

use of the program by families of all income levels, as illustrated in 

Figures 6 and 7. 
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TABLE 19 

DISTRIBUTION OF STATE STUDENT LOANS BY SYSTEM, 
FISCAL YEARS 1978-1980 

Fiscal Year 78 Fiscal Year 79 Fiscal YeP.r 80 
System Distribution Students $ Armunt $ Avg Students $ Annunt $ Avg Students $ AIID'Jnt $ Avg 

Univ. of Minn. 2,364 $5,674,238 2,400 2,748 $6,898,234 2,510 5,055 $11,...,31,106 2,292 

State Univ. 2,215 3,110,487 1,404 2,611 3,842,636 1,471 3,820 6,105,903 1,598 

Onty. College 741 1,019,823 1,376 901 1,277,463 1,417 1,366 1,930,500 1,413 

AVTI 2,429 3,201,556 1,318 2,996 4,146,986 1,384 3,705 5,230,580 1,411 

Private 4 Yr. 3,662 5,264,706 1,437 4,770 7,738,350 1,622 4,860 8,344,021 1,717 

All Other 4,566 9,465,162 2,072 7,690 14,632,858 1,902 10,050 18,321,531 1,823 
-

'IDTAL ID.ANS 15,977 $27,735,972 1,736 21,716 $38,536,527 1,775 28,856 $51,523,641 1,786 

I 
0) 

I-'-
I 



FIGURE 6 

NUMBER OF APPLICATIONS TO STATE, STUDENT LOAN PROGRAM, 1977-1980 
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DOLLAR AMOUNT OF STUDENT LOANS UNDER 
STATE STUDENT LOAN PROGRAM, 1977-1980 
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2. Medical and Osteopathy Loan Program 

Objective: To provide financial assistance to medical and osteopathy 

students who agree to practice in rural communities in Minnesota designated 

as areas in need of medical doctors or osteopaths. 

Statutory Authority: Minn. Stat. Sections 147.30-33, (1978) 

Background: The Medical and Osteopathy Student Loan Program was created 

by the 1973 Legislature to provide assistance to Minnesota students in 

medicine or osteopathic medicine who intend to practice in rural areas in 

Minnesota that have physician shortages. Up to 24 students may enter the 

program each year. Each student may borrow as much as he or she requires to 

meet educational expenses, up to $6,000 per year and up to $24,000 in total 

while pursuing a medical or osteopathy degree. Interest is charged at the 

rate of 8% per year from the time the loan is made. Participants are 

selected by the Coordinating Board based upon recommendations by the Board 

-64-



l 

of Medical Examiners. Annually, the Board approves a list of communities in 

Minnesota which are designated as areas with physician shortages. 

Loan recipients may apply to the Board for forgiveness of both interest 

and principal when they complete their training. If they practice in an 

approved area of medical shortage for a specified period of years, the loans 

are forgiven. Otherwise, repayment of both interest and principal is mandated. 

The Medical and Osteopathy Student Loan Program is funded by the sale of 

revenue bonds, as is the State Student Loan Program. Thus, the ceiling on 

the Coordinating Board's bonding authority affects this program as well as the 

State Student Loan Program. Therefore, it is also necessary to consider the 

needs of this program when evaluating the Board's need for increased bonding 

authority. 

Status: Revenue bonds totaling $3,420,000 have been issued to provide 

loans to medical and osteopathy students. One hundred eighty students had 

received $2,407,353 in loans through the end of Fiscal Year 1980. Eighty-seven 

of these students are still in school; 54 are interns or residents; 14 are 

licensed physicians and osteopaths, have established rural practices and are 

canceling their loan obligations; 25 have completed their education but have 

elected not to practice in designated rural areas and are repaying their loans. 

The Board has recommended that this activity be phased out by not admitting 

any new participants after fall 1980, by meeting the renewal loan requests of 

current participants, and by completing all principal and interest payments 

on outstanding bonds by June 30, 1982. 

Based on the limited success in placing physicians in rural areas of high 

need, the Board believes more direct means and cost-effective options to 

provide incentives should be explored. 

-65-



( 

{ 

( 

3. Foreign Student Assistance Program 

Objective: To provide institutions the opportunity to achieve and main­

tain a desirable cultural mix in their student populations and to assist 

foreign students to meet unexpected financial needs. 

Statutory Authority: Minn. Stat.Sections 136A.143 - 136A.146 (1978). 

Background: The Foreign Student Assistance Program provides loans to 

foreign students with student visas enrolled in Minnesota public and private 
I 

post-secondary institutions. Under the program students.may obtain loans 

to pay the difference between resident and non-resident tuition and also 

may receive emergency loans to meet unexpected financial needs. If students 

who have received assistance return home after completing their education and 

do not live in the United States for five years, thereafter, both loan 

principal and interest are canceled. Students who do live in the United States 

following completion of training are required to repay their loans in full 
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with interest computed at the rate of 8% from the date of the loan. 

The 1979 Legislature appropriated directly to the University of Minnesota, 

the funds previously allocated to the Coordinating Board. The Board received 

$45,000 per year for the biennium. The University no longer participates 

in the statewide program. 

Status: Approximately 81% of the $45,000 appropriated for Fiscal Year 1980 

was used. Thirty-eight institutions received funds based on the allocation 

formula used for the program. Of these schools, only 11 were allocated funds 

in excess of $1,000. The number of loans made was 103, and the average loan 

size was $352. 

The Minnesota Higher Education Coordinating Board has recommended that 

the Foreign Student Assistance Program be phased out effective June 30, 1981 

and that necessary funds or transfer discretion be assigned to public insti-

tutions with a significant foreign student enrollment. The program is designed 

to serve a limited number of students at relatively few institutions. There­

fore, it would appear to be more effectively administered at the institutions 

rather than through a central source. 

TABLE 20 

FOREIGN STUDENT ASSISTANCE PROGRAM AWARD DISTRIBUTION 
BY INSTITUTION, FISCAL YEAR 1980 

Distribution: 

St. Cloud State 
Mankato State 
Concordia (Moorhead) 
Moorhead State 
Bemidji State 
St. Olaf 
St. Thomas 
Winona State 
AugsbUJ:'g 
St. Mary's 
No, Hennepin C.C. 

Subtotal 
Others Under $1,000 

Total Appropriation 
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Fiscal 1980 

$ 6,700 
5,900 
4,000 
3,400 
3,000 
3,200 
2,800 
2,100 
1,700 
1,600 
1,100 

$35,500 
9,500 

$45,000 



C. MINNESOTA WORK-STUDY PROGRAM 

Objective: To assist students in meeting their financial needs, to pro­

vide students with valuable work experiences, and to provide nonprofit service 

agencies, handicapped persons, and persons over 65 with student assistance 

at low cost. 

Statutory Authority: Minn. Stat. Sections 136A.233-235 (1978). 

Background: The State Work-Study Program was created by the 1975 Legis­

lature to supplement the Federal Work-Study Program. The program provides 

opportunities for undergraduate post-secondary students enrolled in public and 

private colleges and vocational schools in Minnesota so that those students. 

may be able financially to attend institutions of their choice. 

Student earnings may range from $100 to $2,500 per year depending on the 

number of hours worked and the hourly rates. Federal and state minimum wage 

laws apply. Eligibility for participation is determined by using standard 
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"need analysis" criteria with the intent to target this program toward students 

from middle income families. This program differs from the Federal Work-Study 

Program in that the federal program, by employing a stricter need analysis 

criteria, targets its funds toward students from lower income families. Insti­

tutions are required to make reasonable efforts to place work-study students 

in employment with eligible employers outside the' institution. Eligible 

employers other than post-secondary institutions include (a) non-profit, 

non-sectarian organizations, (b) handicapped persons or (c) persons over 65 

who employ a student to provide personal services in or about their homes. 

In Fiscal Year 1979 approximately 40 percent of the funds used were for these 

types of off-campus positions. 

The typical participant in the program is female, 20 years old, single and 

dependent upon her parents for support. Her permanent home is in the Twin Cities 

metropolitan area, and she is an underclassman studying liberal arts at a 

private four-year institution. 

Funding levels for Fiscal Years 1980 and 1981 were $2.6 million and 

$3. 6 million. 

Status: Work-Study appropriations for the current biennium are being fully 

used. The utilization rate for Fiscal Year 1980 was 96 percent, and in 1981 

it is estimated to be the same or greater. As indicated in Table 21, in Fiscal 

Year 1980 approximately 5,300 students at 96 institutions participated in the 

program. Average earnings were $436. Table 22 shows participation by system •. 

In Fiscal Year .198.1 approximately 6,500 students are expected to participate 

with earnings averaging $550. The Board's Financial Aid Advisory Committee, 

which consists of representatives from the various post-secondary systems, 

reports a continuing increase in the number of students and institutions 

wishing to participate in the program. 
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TABLE 21 
STATISTICAL OVERVIEW FOR STATE WORK-STUDY 

PROGRAM, FISCAL YEARS 1979 AND 1980 

Student Pool 

No. of Students in Program 

% of Pool 

$ Amount of Earnings 

Average Earnings Per Student 

No. of Participating Institutions 

Minimum Wages: 

State 

Federal 

Fiscal 79 

161,615 

4,556 

2. 8% 

$1,512,163 

$332 

95 

2.30 

2.90 

TABLE 22 

Fiscal 80 

163,516 

5,307 

3.2% 

$2,312,678 

$436 

96 

2.90 

3.10 

STATE WORK-STUDY AWARDS BY SYSTEM, FISCAL YEARS 1979 AND 1980 

Fiscal 79 Fiscal 80 

System Distribution students $ Amount Students $Amount 

- U of M 751 $ 464,682 767 $ 562,016 

- State University 773 313,422 919 493,953 

- Community College 592 174,155 677 284,940 

-AVTI 1125 224,713 1264 354,725 

- Private 4 yr. 1284 322,825 1598 570,453 

Pt·i vn h' 2 ~· 1·. 31 12,366 82 46,591 

Totals 4,556 $1,512,163 5,307 $2,312,678 

No student family income data is available as of 6-30-80. 
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D. INTERSTATE. TUITION RECIPROCITY 

Objective: To increase access and choice for Minnesota post-secondary 

students, to encourage the maximum use of educational facilities, and to 

minimize duplication of educational efforts among participating states 

and institutions. 

Statutory Authority: Minn. Stat. Section 136A.08 (1978) 

Background: Authorization to enter into reciprocity agreements with 

neighboring states was one of the first responsibilities assigned to the 

Higher Education Coordinating Board. Implicit in this authority is recog­

nition that opportunities for post-secondary education should extend beyond 

state boundaries and that historically states have tended to develop 

systems of post-secondary education unilaterally without regard to the 

post-secondary education facilities and programs in contiguous states. 
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The results of the Board's reciprocity agreements have been the expansion 

of educational choice for students and the limitation of unnecessary 

duplication of programs and facilities across state boundaries. 

A limited agreement with Wisconsin was initiated in the fall of 

1969 and expanded each subsequent year until 1973 when a comprehensive 

agreement was implemented involving any resident in either state attend­

ing public post-secondary institutions. The higher education reciprocity 

agreement has been linked to the existence of an income tax reciprocity 

agreement between the two states. Under the Wisconsin agreement, all 

University of Wisconsin System schools and Center System institutions are 

eligible. All Minnesota public post-secondary institutions are eligible. 

After several years of negotiation the Board achieved a reciprocity 

agreement with North Dakota which was implemented for the 1975-76 academic 

year. The North Dakota agreement encompasses all North Dakota public 

institutions except the locally-controlled junior colleges and all 

Minnesota public institutions except the public area vocational-technical 

institutes., 

An agreement with South Dakota, similar to the North Dakota agree­

ment, began with the 1978-79 school year. 

Two reciprocal agreements involving three post-secondary educational 

institutions in southwestern Minnesota and two colleges in northwestern 

Iowa also began in fall 1978. One agreement provides for tuition recip­

rocity between Pipestone AVTI, Jackson AVTI and Worthington Community 

College in Minnesota and Iowa Lakes Community College which has campuses 

in Estherville and Emmetsburg. The second agreement provides for tuition 

reciprocity between the same three Minnesota institutions and Northwest 
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Iowa Technical Colle~e in Sheldon. Under the agreements, Minnesota 

residents may be eligible to attend the two Iowa institutions and pay 

Iowa resident tuition rates and fees. Residents of northwestern Iowa 

may be eligible to attend the three Minnesota institutions at resident 

rates. Efforts to obtain a statewide agreement with Iowa have been 

unsuccessful, but it is hoped that the limited agreements will provide 

a basis for further discussion between the two states. 

Reciprocal tuition agreements enable students to attend public post­

secondary institutions in the neighboring states at in-state tuition rates. 

The programs cover full-time, part-time, undergraduate, and graduate and 

professional students. Formulas included in the agreements with Wisconsin, 

North Dakota and South Dakota allow Minnesota to calculate the number 

of students participating and compute the amounts that each state is to 

be reimbursed. 

In its report to the 1979 Legislature, the Coordinating Board recom­

mended that its staff work to renegotiate the payment formula in the agree­

ment with Wisconsin. 

Under the 1973 agreement, the two states calculated the number of 

participating students and the differences between in state and out-of-state 

tuition for those students, Because more Minnesota students were attending 

Wisconsin schools and Wisconsin non-resident rates were higher, Minnesota 

was paying Wisconsin about $600 more per student than Wisconsin was paying 

Minnesota. 

In the spring of 1979, meetings between Minnesota and Wisconsin offi­

cials to renegotiate the agreement began. The objective was to ensure that 

the sum paid per student served be the same in both states. A new reimburse­

ment approach has resulted. It is based on the marginal cost of providing 
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educational services to students participating in the program. Wisconsin 

receives reimbursement for a portion of institutional costs for each 

Minnesota resident attending a Wisconsin institution covered under the 

agreement. The Coordinating Board in October 1979 approved the new 

10-year agreement, and it has been ratified by Minnesota's public post­

secondary systems and approved by the Wisconsin Legislature. The reimburse­

ment agreement will be reviewed every two years and be subject to legisla­

tive appropriations. 

Under the agreement, the University of Minnesota School of Veterinary 

Medicine is to continue to accept l 7-2lf Wisconsin resi<lents as entering 

first-year students into the professional veterinary medicine program. 

The admissions quota provisions are to end the year that Wisconsin admits 

its first class in its new school of veterinary medicine. Then, veterinary 

students in either state will be treated in the same manner as all other 

reciprocity students. 

The agreement assures the continuation of income tax reciprocity for 

residents of Minnesota and Wisconsin who work in one state and live in 

the other. Under the tax reciprocity, taxpayers file only in their state 

of residence, and the two states calculate any necessary adjustments. 

North and South Dakota receive a sum for each student equaling the 

weighted average tuition rate reduced to a dollar per credit-hour charge. 

Minnesota receives like payments from these three states for their resi­

dents enrolled in Minnesota institutions. The Iowa agreements do not 

involve an exchange of funds. 

The agreements with North Dakota and South Dakota will remain in 

effect until substantive changes require further alterations. Administra-
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( tive memoranda will be drafted annually as needed to implement the agreements. 

The memorandum with North Dakota provides that the inclusion of area voca­

tional-technical institutes will be under review by appropriate authorities. 

Although the statute originally provided for payments from Minnesota to 

the three neighboring states as necessary under an open appropriation, 

the 1977 Legislature eliminated several open appropriations accounts, 

including those for reciprocity. Direct appropriations for the programs with 

Wisconsin, North Dakota and South Dakota totaled $10,075,500 for reciprocity 

in Fiscal Year 1980 and $9,363,000 in Fiscal Year 1981. Table 23 shows 

payments by Minnesota in Fiscal Years 1975-1980. 

Status: The reciprocal tuition agreements have been successful in 

meeting student needs by increasing access and choice. Table 24 details 

the actual and estimated number of students and cost per student for Fiscal 

Years 1978-1982. The change in average cost per student in Fiscal Year 1981 

in the Wisconsin figures reflects the renegotiation of that agreement. 

Table 25 shows participation patterns for Fiscal Years 1976-1980, and 

Table 26 shows the participation of Minnesota students in 1978 and 1979 

by their county of residence. The growth in participation each year appears 

to result from more information about available reciprocity options available. 

The ratio between incoming and outgoing numbers of students between states 

is primarily a function of population distribution. 
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TABLE 23 

SETTLEMENT PAYME'tl'S, FISCAL YEARS 1975-1980. ., 

( 
UNDER TUITION RECIPROCITY 

Paid by Minnesota 

State Academic Year Fiscal Year Amount 

Wisconsin 1973-74 1975 $1,545,683 
1974-75 1976 2, 8G3, 028 
1975-76 1977 4,215,429 
1976-77 1978 5,526,094 
1977-78 1979 6,795,884 
1978-79 1980 8,079,256 

(Estimated) 1979-80 1981 4,000,000 

North Dakota 1975-76 1977 $ 692,223 
1976-77 1978 775,571 
1977-78 1979 798,710 
1978-79 1980 742,501 

(Estimated) 1979-80 1981 784,000 

south Dakota 1978-79 1980 $ 193,310 
(Estimated) 1979-80 1981 136,000 

TABLE 24 

( 
, 

NUMBER OF S'llJDEN'IB AND AVERAGE OOST PER STUDENT UNDER TUITION RECIPROCITY 

Academic Year 77-78 78-79 79-80 80-81 81-82 
Actual Actual Estimated EstinRted Est:imated 

Fiscal Year 1978 1979 1980 :!,98:!, :l 982 

Minn. to Wisc. 
Number of Students 5,784 6,335 6,891 7,580 8,338 
Average CostLStudent 1!727 1,847 1!161 1,242 1,330 
Wisc. to Minn. 
Nun:ber of Students 2,709 2,888 3,133 3,383 3,654 
Average Cost 11179 11254 1,278 11367 11463 
Minn. to N. Dak. 
Number of Students 3,138 3,506 3,698 4,134 4,570 
Average Cost 622 683 730 780 835 
N. Dak. to Minn. 
Number of $tudents 1,854 2_,419 2,624 3,070 3,516 
Average Cost 622 683 730 780 835 
Minn. to s. Dak. 
Number of Students 487 678 678 678 
Avera~e Cost 11092 11100 11100 11100 
S. Dale. to Minn. 
Nurrber of Student 310 554 554 554 
Average Cost 11092 11100. 11100 1!100 
Minn. to Iowa 
Number of Students 29 46 64 

' 
Average Cost 

\. Iowa to Minn. 
Ntnnber of Students 56 109 167 
Average Cost 
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PARTICIPATION PATTERNS UNDER TUITION RECIPROCITY, 
FISCAL YEARS 1976-1980 

Fiscal 76 Fiscal 77 Fiscal 78 Fiscal 79 Fiscal 80 

Minnesota Residents in Wisconsin 

UW-Eau Claire 287 339 444 576 748 
UW-LaCrosse 442 519 648 706 801 
UW-Madison 639 751 866 1,006 1,160 
UW-Rlver Falls 1,308 1,528 1,617 1,700 1,777 
UW-Stout 927 1,095 1,326 1,466 1,513 
UW-Superior 406 458 511 488 468 
Other 196 ~. 862 893 485 

Total 4,205 4,958 5,764 S,385 6,892 

Wisconsin Residents in Minnesota 

UM-Duluth 148 224 283 198 214 
UM-Twin Cities 1,106 1,408 1,691 1,766 1,890 
Mankato state 90 106 107 104 105 
Winona State 807 300 425 470 606 
Other 210 __ML 263 274 _fil_ 

Total 1, 860 2,282 2,709 2,802 3,132 

Minnesota Residents In North Dakota 

University of North Dakota 736 1,012 1,166 1,403 1,404 
North Dakota state University 765 1,151 1,444 1,633 1,798 
North Dakota School of Science 206 .274 293 324 362 
other 77 105 136 146 134 

{ Total 1,783 2,542 3,039 3,506 8,698 
' North Dakota Residents in Minnesota 

UM-Twin Cities ioo 14,2 182 195 236 
Moorhead state 649 1,253 1,605 2,006 2,128 
other 98 149 199 £18 261 

Total 847 1,644 1,986 2,419 2,624 

Minnesota Residents in south Dakota 

South Dakota state University 880 535 
south..J:)Qkota State M&T 41 39 
University South Dakota-Vermllllon 40 66 
Other 26 __ 3_8_ 

Total 487 678 

South Dakota Residents in Minnesota 

U of M - Twin Cities 136 223 
Mankato Stl!,te University 48 74 
Moorhead State University 27 70 
S, w. state University 38 61 
U of M - Morris 7 47 
st. Cloud State University 19 24 
other 35 55 

Total 310 654 

Minnesota ~sidents in Iowa 

Iowa Lakes Community College 28 43 61 
Northwest Iowa Tech. college __ 1 _ __ 3_-L_ 

Total 29 46 64 

( 
Iowa Residents in Minnesota 

Jackson A VT! 15 53 57 
Pipestone A VTI 7 20 7 
Worthington Comm. College 34 36 103 

Total 50 109167 

-77-



TABLE 26 

NUMBER AND DISTRIBUTION OF MINNESOTA RESIDENTS 
BY COUNTY ATTENDING RECIPROCITY SCHOOLS 

FALL 1978 AND 1979 

CO'JNT.Y F/J,L .L97J .,.., .• TT r .. 1..,u 1979 
Cocle N2.,,1c, # OF ST!JDE1.VTS RE:Li1.'.Tir/E 7; u. 02' S'.i'U or;.vr;: s ~r;:E:i.i.:!.. 'l'll/R ~; F -- -----

01 - Aitkin 17 .16 12 .10 
02 - A:noka. 212 2.05 232 2.05 
03 - Becker 118 1.14 136 1.20 
04 - Beltram.i 76 .73 82 .72 
05 - Ben=on 17 .16 23 .20 
06 - Big Stone 29 .28 25 .22 
07 - Blue Earth 54 .52 51 .45 
08 - Brown 46 .44 54 .47 
09 - Carl ton 87 .84 79 • 70 

10 - Carver 39 .37 45 .39 

11 - Cass 46 .44 43 . 38 

12 - Chippewa. 26 .25 36 • 31 

13 - Chisago 37 .35 45 .39 

14 - Clay 354 3.42 403 3.57 
15 - Clearwater 27 .26 31 .27 
16 - Cook 10 .09 11 .09 
17 - Cottonwood 31 .30 31 .27 
18 - Crow ;'1in.g- 45 .43 54 .47 
19 - Dakota 508 4.91 605 5.36 

f ( 
20 - Dodge 37 • 35 30 .26 
21 - Douglas 74 .71 75 .66 
22 - Fariba.ul t 20 .19 19 .16 
23 - Fillmore 60 .58 64 .56 
24 - Freeborn 80 • 77 102 .90 
25 - Goodhue 165 1.59 162 l.~3 

26 - Grant 48 .46 46 .40 
27 - Hennepin 2,004 19.40 2,163 19.17 
28 - Houston 197 1.90 22:t 1.96 
29 - Hubbard 38 .36 35 .31 
30 - Isanti 16 .15 16 .14 
31 - Itasca 59 .59 75. .66 
32 - Jackson 35 .33 46 .40 
33 - Kanabec 5 .04 8 .07 
34 - Kandiyohi 41 .39 51 .45 
35 - Kitteson 84 • 81 72 .62 
36 - Koochiching .a 23 .22 37 .32 
37 - Lac Qui Parle 25 .24 39 .34 
38 - Lake 36 .34 34 .30 
39 Lake of the ;,;oods 20 .19 18 .15 
40 - L,'! Sueur 19 .18 18 .15 
41 - Lincoln 32 .30 53 .46 
42 - I,yon 54 .52 72 .63 

( 
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COUNTY FALL ]. 9?8 E-'1l.LL l ') 7 J 
Cod ·2! !ia.md ff OF S'I'UDF:NTS RJ:.'I~.W IVE' "' # 0?' ST'JDZ'NTS P;!.'L.I\TIV£' <'• -~ ------ 'u 

43 - NcLeod 28 .27 29 .25 
44 - Nahnomen 25 .24 27 .23 
45 - /,Jarshall 127 1.22 126 l.ll 
46 - Ha.:r:tin 40 .38 30 .26 
47 - Neeker 18 .17 14 .12 
48 - Mille Lac::; 20 .19 17 .15 
49 - Morrison 25 .24 23 .20 
50 - Mower 137 1.32 140 1.24 
51 - Nurrary 20 .19 24 .21 
52 - Nicollet 34 .32 44 .39 

. 53 - Nobles · 45 .43 47 .41 
54 - Norman 66 .63 67 .69 

· 55 - Olmsted 414 4.00 453 4.01 
56 - Otter Tail 242 2.34 298 2.64 
57 - Pennington 98 .94 105 .93 
58 - Pine 24 .23 30 .26 
59 - Pipestone 36 .34 44 .39 
60 - Palk 523 5.06 450 3.98 
61 - Pope 24 .23 36 .31 
62 - Ramsey 916 8.87 1,025 9.08 
63 - Red Lake 38 • 36 41 .36 
64 - Redwo~d 38 .36 38 • 33 .. 
65 - Renville . . ~ . . . 30 .29 46 .40 
66 - Ride 59 .57 66 .SB 

'( 67 - Rock · 31 .30 44 .39 
68 - Roseau 52 .so 48 .42 
69 -• St. Louis 618 , 5.98 599 5.31 
70 - Scott 54 .52 65 .57 
71 - Sherburne 21 .20 24 .21 
72 - Sibley 15 .14 15 .13 
73 - Stearns 135 1.30 138 1.22 
74 - Steele 59 .57 7C .62 
75 - Stevens 43 .41 46 .40 
76 - Swi:ft 29 .28 38 .33 
77 - Tadd 44 .42 45 .39 
78 - Traverse 41 .39 53 .46 
79 - Wabasha 46 .44 52 .46 
80 - Wadena 45 .43 61 .54 
81 - rvaseca 21 .20 31 .27 
82 - rvashington 557 5.39 581 5.15 
83 - f'latonwan ... 16 .15 19 .16 

. 84 - rvilkin 153 1.48 162 1.43 
85 - rvinona 105 1.01 141 1.25 
86 - Wright 27 .26 47 .41 
87 - Yellow Uedicine 30 .29 47 .41 
99 - Out o:f State 202 1.95 278 2.46 
NO COUNTY LISTED 4 .02 0 o· 

100% 100% 

( 
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TABLE 27 

( DISTRIBUTION OF MINNESOTA RESIDENTS 
BY RECIPROCITY SCHOOL ATTENDED, 

FALL 1978 AND 1979 

Institution Fall 1978 Fall 1979 
Code Name # of Students Relative % # of Students Relative % 

100 - OW-Madison 1,006 9.74 1,160 10.28 
105 - UW-Milwaukee 62 .60 73 .64 
112 - UW-Green Bay 25 .24 40 .35 
114 - UW-Parkside 4 .03 9 .07 
130 - UW-Eau Claire 576 5.57 748 6.63 
135 - UW-La Crosse 706 6 .83· 810 7.18 
140 - UW-Oshkosh 37 .35 46 .40 
145 - OW-Platteville 56 ,54 63 .55 
150 :.. UW-River Falls 1,700 16.46 1,777 15.75 
155 - UW-Stevens Point 173 1.67 177 1. 56 
160 - OW-Stout 1,466 14.19 1,513 13.41 
165 - UW-Superior 488 4.72 460 4.70 
170 - OW-Whitewater 24 .23 20 .17 
115 - UW-Baraboo/Sauk 0 0 0 0 
116 - UW-Manitowoc 0 0 0 0 
117 - UW-Barron Co. 6 ,05 2 .01 
118 - UW-Marathon Co. 0 0 0 0 
.119 - UW--Fox Valley 0 0 1 0.00 
120 OW-Marinette 0 0 0 0 

( .121 - UW-Fond du Lac 1 0 1 o.oo 
.122 - UW-Mar,shfield/Wood 4 ,03 0 0 
123 - UW-Medford 0 0 0 0 
.124 - UW-Richland Center 0 0 1 o.oo 
126 - UW-Rock Co. 0 0 0 0 
127 - UW-Sheboygan Co. 0 0 0 0 
128 - UW-Waukesha Co. 1 0 2 .01 
129 - uw:..washington Co. 0 0 0 0 
210 - UND 1,401 13.56 1,404 12.44 
220 - NDSU-Fargo 1,633 15.81 1,798 15.94 
230 - NDSSS 324 3.13 362 3.20 
240 - Minot 15 .14 10 .08 
250 - Dickinson 11 .10 13 .11 
260 - Valley City 27 .26 24 .21 
270 - Mayville 82 .79 80 .70 
280 - NDSU~Bottineau 11 ,10 7 . 06 
310 - USD-Vermillion 40 .38 66 .58 
320 - SDSO 380 3,68 535 4.74 
330 - SDSM&T 41 .39 39 .34 
340 - Black Hills 7 .06 9 .07 

350 - Dakota 8 .07 13 .11 

360 - Northern 5 ,04 12 .10 

370 - USD-Springfield 6 .05 4 .03 

Total 10,326 100% 11,279 100% 

( 
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